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m  Social Security is the foundation of women’s retirement security.

Women rely more on Social Security income than men. Almost 45 percent of all
nonmarried women 65 and older get 90 percent or more of their income from Social
Security, compared to only 35 percent of comparable men.! Almost 60 percent of older
nonmarried women of color receive 90 percent of more of their income from Social
Security.”

As women get older, they rely even more on Social Security. Among all women aged
65-75, one-quarter rely on Social Security for 90 percent or more of their income,
whereas more than 40 percent of women over 85 rely on Social Security for 90 percent or
more of their income.’

Women reach retirement with smaller pensions and fewer other assets than men do.
Just over one-fourth of women (28%) but nearly half of men (45%) 65 and older received
pension benefits in 2003." and the median amount of men’s pension income was twice
that of women ($12.000 vs. $6,000, respectively).’

Women generally live longer than men. A woman who reaches 65 years old can expect
to live to about 85, while a 65-year-old man can expect to live to about 82.° Having
reached age 65, African American women can expect to live 18 more years, about two
years longer than white men,” and Hispanic women can expect to live 23 more years,
longer than either white women or men. Women make up 57 percent of all adult Social
Security beneficiaries,” but they constitute 71 percent of beneficiaries age 85 and older.'°

Without Social Security, over half of all elderly women would be p001'.11 In 2000,
Social Security reduced the number of poor e¢lderly women from 8.9 million to 1.8
million, and the number of poor elderly men from 5.4 million to 749,000.'

m  Especially for women, Social Security is much more than a worker retirement
program.

Social Security's protections for workers’ spouses and children when workers are
disabled, retire, or die are crucial for women and their families. For men, Social
Security is, overwhelmingly, a worker retirement program. Eighty percent of adult male
recipients of Social Security receive benefits solely as retired workers."? In contrast, 34
percent of adult female beneficiaries receive benefits purely as retired workers." More
than half of all women receiving Social Security — but only three percent of men —
receive benefits as the family member of a worker.'” Looked at another way, 94 percent
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of adults who receive benefits as the relative of a disabled, deceased, or retired worker

are womern. 16

e Social Security’s spousal benefits are and will continue to be important to future
generations of women. Social Security pays benefits to spouses of retired workers equal
to half of the retired worker’s benefit, and widow(er)’s benefits equal to the late worker’s
benefit, if these are higher than their own benefit. In retirement, many women (62% of
women aged 62 or older) rely on spousal benefits alone or as a supplement to their own
retired worker benefits."” Women today are working more and earning more than past
generations of women, but their lifetime carnings will continue to be less than men’s.
While more women in the future will be eligible to receive Social Security benefits based
on their own work histories, Social Security Administration actuaries project that in 2070,
40 percent of women still will receive higher benetfits based on their husband’s carnings
record at some time during their lives.'®

¢ Social Security is also a disability insurance program. One in 10 adult women who
receive Social Security are collecting benefits by virtue of being a disabled worker.'” The
disability component of Social Security is particularly important for African American
women because they have a higher rate of disability than whites of either sex.”’ While
African Americans make up 9 percent of all adult female beneficiaries,” African
American women constitute 17 percent of female disabled worker beneficiaries.”

¢ Social Security provides important benefits to children, especially children of color.
Nearly four million children receive Social Security benefits as dependents of deceased,
disabled, or retired workers,? and 5.4 million children receive some of their family
income from Social Security.”! These children’s benefits are especially important to
families of color. Nearly one-fifth (18%) of African American recipients of Social
Security benefits are children, compared to just 7 percent of white beneficiaries.” In
1998, Social Security lifted about one million children out of poverty.*®

¢ Social Security provides life insurance protection to young families. For the average
wage earner and family, Social Security provides the equivalent of a $400,000 life and
$350,000 disability insurance policy. *’

m In addition to disability benefits and family benefits, Social Security contains
many valuable features that boost retirement security for women.

e Social Security provides guaranteed, predictable benefits that cannot be outlived.
Traditional-style pensions — the kind that provide lifetime annuity payments that are
insured under federal law — are increasingly being replaced with 401(k)-style investment
accounts that put all of the investment risk on the worker. Personal savings also can
contribute to retirement income, but they too place all of the investment risk on the
individual. And with both types of savings, when the money runs out, it’s gone. Social
Security is the one component of retirement income that is predictable and guaranteed
never to run out, an invaluable feature for women who tend to live longer and have fewer
assets than men.
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¢ Social Security’s progressive benefit formula provides women, and others who have
worked for low wages, with benefits that replace a higher percentage of their pre-
retirement earnings than higher earners receive. Social Security replaces about 57
percent of the average lifetime earnings for low-wage workers, compared to replacing
about 30 percent of the earnings that high-wage “maximum earners” had been making.”®
Social Security’s progressive benefit formula will continue to be important to future
generations of women. The wage gap has narrowed over time, but women working full-
time, year-round still earn only 76 cents for every dollar earned by men.”

e Social Security’s annual cost-of-living adjustments help prevent erosion of
purchasing power. Inflation is of particular concern to women because of their longer
life expectancies. Over time, inflation can dramatically erode the value of a fixed
monthly payment. For example, even assuming a relatively low 2.5 percent inflation rate,
a 65-year-old woman who purchased an annuity would see that monthly payment lose 40
percent of its purchasing power by the time she reached 85.%

m Trading Social Security’s guaranteed benefits and family protections for
privatized investment accounts would be an especially bad deal for women.

Social Security has some long-term financing challenges ahead, but it is certainly not broke.
Even with no changes at all, Social Security has enough reserves to keep paying 100 percent of
promised benefits until about 2042 according to the Social Security trustees,”’ and until 2052
according to the nonpartisan Congressional Budget Office.”* And after that, the money coming in
from payroll taxes will be enough to cover about three-fourths (73%-80%)* of promised
benefits. There are many options available for closing this shortfall: just the cost of the
President’s tax cuts for the most affluent one percent is about the same size as the Social Security
shortfall.** However, President Bush and his supporters in Congress have proposed privatizing
Social Security by diverting a portion of Social Security payroll tax dollars already needed to pay
promised benefits away from the Social Security Trust Fund and into private investment
accounts. Privatizing Social Security would worsen, not improve, Social Security’s financial
situation and jeopardize the features of the program that make it especially valuable to women.

¢ Privatizing Social Security would require deep cuts in benefits, even for those who
choose not to participate in private accounts, and reduce total retirement income.
The privatization proposal favored by the Administration would require deep cuts in
Social Security’s guaranteed benefits by more than 45% for all future beneficiaries,
including disabled workers and their families, widows, and orphans and other child
beneficiaries. These cuts would apply across the board, even to those who chose not to
participate in private accounts; the Social Security benefits of those with a private
account would be cut further.*® Moreover, the proceeds from private accounts would not
be enough to make up the difference, even for those able to work and contribute until
retirement. The Congressional Budget Office projects that, for a worker born in the
1970s, the combination of Social Security benefits and private account proceeds would
provide just 77% of the income due under the current system; for children born in this
decade, the combination would provide just 55% of current benefit levels.?” Since women
have so little income other than Social Security to depend on, cuts in benefits would be
especially devastating to them.
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Privatization would endanger all types of Social Security benefits, including
disability and survivor benefits. Social Security is a comprehensive, integrated
insurance system in which different types of benefits are calculated in similar ways,
based on a central formula, modified for particular circumstances. This means that cuts in
retirement benefits cannot be made without unraveling Social Security’s disability and
survivors’ insurance protections as well, a point confirmed by the President’s Social
Security Commission.”®

In a privatized system, the amount of benefits would be uncertain, and benefits
could easily run out. In contrast to Social Security’s defined, guaranteed benefits, the
proceeds of private accounts are directly related to the amount of contributions going into
the account, and the return on investment, minus the administrative costs that are likely to
consume a higher portion of small than large accounts. Lower-carning workers, such as
women, have less to invest, and less that they can afford to put at risk, producing lower
balances that will get no help from a progressive benefit formula. A worker’s account
balance would also be affected by the timing of retirement; a down market may mean
having to work many years longer than planned or having to take a large loss in value.
Finally, privatization also means there is no more lifetime guarantee; when the account is
gone, it’s gone. Lifetime annuities can be purchased. But converting to an annuity makes
a woman’s lifetime retirement benefits extremely sensitive to the state of the stock
market and interest rates at the time of the conversion. And private annuities, unlike
Social Security, base monthly payments on gender, providing women with lower lifetime
benefits even when their investment is equal to men’s.

Privatization means spousal benefits and protections will be up in the air. Because
benefits for spouses, surviving spouses and divorced spouses are based on the worker’s
core Social Security benefit, cuts in that core benefit, as would occur with the proposed
change in the formula from “wage-indexing” to “price-indexing,™” means that benefits
for spouses, surviving spouses and divorced spouses would also be cut. Surviving
spouses could theoretically inherit the proceeds of private accounts, but in the event a
worker dies young before the account has had time to accumulate, that tiny inheritance
would be cold comfort to the worker’s family. A study by the National Urban League, for
example, found that a typical African American man dying in his thirties would only
have enough in his private account to cover less than two percent of the survivor’s
benefits now provided by Social Security.* Benefits for divorced spouses also would be
uncertain. Right now, after a marriage of 10 years or more, divorced spouses and
divorced widows automatically receive the same benefits that married spouses and
widows receive, with no corresponding reduction in the benefits of the worker or later
spouses. In a privatized system, however, the core benefit would be cut, and the couple
would have to struggle over the division of limited account assets in divorce court. And if
a privatization plan allows workers to take an account as a lump sum, bequeath it to
anyone they choose, or buy annuities without survivor benefits for a spouse, there could
be nothing to help a widow supplement a greatly reduced Social Security benefit.

Diverting revenues out of the trust funds and into private accounts would place
benefits for current and near retirees in jeopardy. The leading privatization proposal
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calls for nearly two-thirds of the payroll taxes employees now pay and going into Social
Security to pay benefits for current retirees to be diverted into private investment
accounts. This would mean that the system would run short of money much earlier: at the
beginning of 2002, the Social Security Actuary estimated that a plan such as the one the
President is promoting would cause Social Security to run short of money fifteen years
earlier than if nothing was done,* when today’s 60-year-olds will be in their mid-80s. In
fact, the President’s model would take so much money out of the system immediately
that it would accelerate the date when the interest earned by the trust fund would start
being tapped to pay benefits, currently estimated at 2018, to 2006 — next year!™

Strengthening and improving Social Security and other programs is feasible, if privatization
schemes do not divert trillions of dollars into private accounts and we make it a priority. The
long-term cost of the Bush tax cuts is three to five times as large as the long-term shortfall in
Social Security,” and the benefits from these tax cuts go overwhelmingly to the wealthiest 5% of
taxpayers,” and the largest 2% of estates.”” Reconsidering the President’s skewed, unaffordable
tax cuts would enable us to strengthen and improve Social Security and address other unmet
national needs.
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